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BOARD OF ACCOUNTANCY
DISTRICT OF COLUMBIA
EXAMINATION MAY, 1931

Theory and Practical Accounting
FIRST SESSION
Question 1.
The Brobdingnagian Oil Company is a distributor of gasoline
and fuel oils, and due to the large fleets of trucks necessary for the
operation of its business, the company carries its own truck insurance
(fire and theft, public liability, etc.). Monthly estimates are debited
to insurance expense and credited to Reserve for Insurance. Losses
are charged direct from cash disbursements to the reserve. You are
asked to give your opinion as to the position of the reserve on the
balance sheet. Is it a liability, a part of net worth, or neither?
Question 2.
(a) Describe six sources of surplus and classify them as between
earned and the various forms of capital surplus. From a financial
standpoint (as opposed to the legal) which are available for cash
dividends?
(b) What recognition should be given on the face of a balance
sheet to dividends in arrears on 7% cumulative preferred stock?
Question 3.
Into what groups are assets and liabilities divided on a balance
sheet? Why?
Question 4.
Should prepaid expenses, such as prepaid rent, prepaid interest,
unexpired insurance premiums, and deferred advertising campaign
costs, be classified as current assets? Give your reasons in detail.
Question 5.
In the review of net profits over a series of years preparatory to
the issuance of a bond circular on which earnings are to be displayed
and preparatory to the presentation of the same figures to a group of
promoters interested in merging the company with several competitors,
what attention should be given to the following items:
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(1) Inventories.
(2) Capital and revenue expenditures.
(3) Depreciation, where an appraisal has been made showing the
appraisal value at the opening date of the period under
examination, with the appraisal value of additions and de
ductions during each of the years under review. The ap
praisal values are to be used in the published balance sheet.
(4) Surplus.
(5) Administrative expenses.
Question 6.
In the preparation of financial statements at December 31, 1930,
of a manufacturer operating a standard cost system, what disposition
should be made of the following items:
(1) Loss and gain on materials (Cr. $11,998.00) representing the
difference between the standard cost at which raw materials
are taken into the inventory and the actual cost.
(2) Loss and gain on labor (Dr. $3,868.00) representing the dif
ference between the standard cost of labor charged to opera
tions and the direct labor cost.
(3) Loss and gain—Shop expense (Dr. $157,995.00) represent
ing underabsorbed plant overhead.
(4) Loss and gain—Variations in standard costs (Cr. $1,178.00)
representing the difference between increases and decreases
in inventories resulting from changes in standard costs.
Question 7.
From the following information prepare a statement of application
of funds for B Company which reflects, among other items, the increase
or decrease in working capital:
Assets
Cash on hand
Bank deposits
Accounts receivable
Plant and equipment _
Prepaid expenses Inventories
Notes receivable
Goodwill
Deferred bond discount
Investments
Total assets

—

-

March 31
1930
1931
$500.00
$1,000.00
7,489.60
68,531.08
93,856.29
198,215.83
224,582.60
1,650.26
1,765.41
106,418.31
111,307.26
22,052.14
18,998.33
35,600.00
2,460.52
2,003.15
10,000.00
12,500.00
$452,917.74

$466,013.04

3
Liabilities and Net Worth
Capital stock (no-par value)
Earned surplus
Bank loans
Trade notes payable
Accruals
Current portion of mortgage payable
Mortgage on plant
Reserve for bad debts
Reserve for plant depreciation
Bank overdraft
Accounts payable

$210,561.78
52,027.09
5,500.00
12,365.50
3,259.68
2,000.00
57,000.00
2,621.73
65,845.32
41,736.64

$234,311.78
21,209.12
7,500.00
10,472.39
4,465.82
3,000.00
54,000.00
2,541.18
84,723.90
3,750.10
40,038.75

Total liabilities and net worth

$452,917.74

$466,013.04

During the year B Company purchased the equipment of a small
competitor, a price of $31,148.27 being agreed upon, of which the vendor
company accepted, as part payment, 2,375 shares of B Company stock
at a value of $10.00 per share.
On March 31, 1931, old equipment which cost $4,781.50 was
scrapped and written off the books. Accrued depreciation on this
equipment was $3,520.19. The loss was included in the profit and loss
for the year.
Profit and loss included a total of $22,398.77 charged to deprecia
tion of equipment.
Minutes of the Board of Directors on January 1, 1931, authorized
the payment of a dividend of $75,000.00 which was paid February 1.
They also authorized the write-off of good-will against earned surplus.
Other than the charge authorized by the Board of Directors, the
only adjustment made to surplus was the addition of net profits for the
year.
In your solution regard prepaid expenses as current assets.
Investments represent bonds of a company holding 65% of B Com
pany stock and mature in 1945.
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Practical Accounting
SECOND SESSION
Problem 1.
On January 1, 1926, the Milander Products Company purchased
the entire capital stock of the Morgan Company for a cash consideration
of $22,000.00. The following balance sheets of the Morgan Company at
December 31, 1925, 1929 and 1930, and the supplementary information
following, were obtained by you from the books of the two companies.
Prepare the necessary adjusting journal entries on the books of both
companies at December 31, 1930.
Assets
Cash

December 31
1929

1930

46,000.00
7,935.58

$2,056.20
463.80
22,481.93
46,000.00
7,935.58

$1,860.51
463.80
22,481.93
46,000.00
7,935.58

68,623.36

78,937.51

78,741.82

$13,303.54
3,169.82
2,150.00
50,000.00

$2,035.17
8.439.13
18,463.21
50,000.00

$10,687.32
18,064.50
50,000.00

68,623.36

78,937.51

78,741.82

1925
$834.65
2,568.42
385.18

Liabilities and N e t W o r t h

The books of the Morgan Company have not previously been
audited and the following information was obtained during the course
of the present examination:
Accounts payable at December 31, 1925, were understated by $1,483.21 and this amount was charged to expense in 1926 when paid.
All cash receipts and disbursements since January 1, 1926, have
been handled by the Milander Products Company and entered in the
current account with the Morgan Company. The nominal accounts on
the Morgan Company books are closed to Milander Products Company's
current account at the end of each year.
The following profit and loss statement of the Morgan Company
for the year ending December 31, 1930, was presented to you:

6
Particulars
Rents received
Rents paid
Depreciation
Insurance
Other expenses

Amount
$26,242.67
$12,000.00
2,248.19
1,138.19
8,318.91 23,705.29

N e t profit transferred to current account

2,687.88

An analysis of the Morgan Company current account on the
Milander Products Company's books follows:
Particulars
B a l a n c e — J a n u a r y 1, 1926
C a s h disbursements—1926, 1927, 1928 and 1929
C a s h receipts—1926. 1927, 1928 and 1929
Journal entry charging M o r g a n Company in 1929 f o r exe
cutive services for four years a t an annual rate of
$2,000.00
Profits for four years ending December 31, 1929, per M o r g a n
Company books
Totals

Dr.
$2,160.00
78,421.70

$84,648.04

8,000.00
22,639.56
111,111.26

Balance—January 1, 1930
$26,463.21
Rents paid
12,000.00
Insurance—One-year policy expiring M a y 31, 1931
1,138.19
P a y m e n t of M o r g a n Company's December 31, 1929. accounts
payable
2,035.17
Other expenses, of which $639.12 is applicable to 1929
8,318.91
Rents received including receivable at December 31, 1929,
of $2,056.20
Rentals receivable at December 31, 1930
Journal entry at January 1, 1930, transferring $2,056.20 re
ceivable to Milander Products receivable ledger

84,648.04

$24,882.16
2,860.61
2,056.20

49,955.48

28,798.87
21,166.61

49,955.48

49,955.48

Balance—December 31, 1930
Totals

Cr.

On the Morgan Company's books the Milander Products Company's
account contains the following items:
Particulars
Dr.
B a l a n c e — J a n u a r y 1, 1926
Cash disbursed b y Milander Products Company
C a s h collected b y Milander Products Company
$84,648.04
Profit for four years ending December 31, 1929 ( p e r books)
Totals

Cr.
$2,150.00
78,421.70
22,539.55

84,648.04

103,111.25

B a l a n c e — J a n u a r y 1, 1930
C a s h disbursed b y Milander Products Company—1930
Cash collected b y Milander Products Company—1930
$24,382.16
N e t profit for the year ending December 31, 1930
J a n u a r y 1, 1930, receivables transferred to Milander Products
Company
2,056.20

$18,463.21
23,492.27

Totals
Balance—December
Totals

31, 1930

2,587.88

26,438.36
18,054.50

44,492.86

44,492.86

44.492.86
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During 1930 additional equipment at a cost of $6,000.00 was pur
chased by the parent company for the Morgan Company and charged to
the investment account, increasing the balance therein at December 31,
1930, to $28,000.00.
The proper rates of depreciation for 1930 are 10% on the equip
ment balance at the beginning of the year and 5% on additions. Unex
pired insurance at January 1, 1930, amounting to $463.80, covers the
first five months of 1930. The rents receivable at December 31, 1930,
are understated by $500.00 on the Morgan Company books, but the cor
rect amount was set up on the books of the parent company. During
1930 neither company made the entry necessary to take up the $2,000.00
annual charge for executive services made by the Milander Products
Company. Rents due Morgan Company are to be carried on their own
books rather than on the books of the Milander Products Company.
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Practical Accounting
THIRD SESSION
Problem 1.
Woods and Bray, a partnership, specialize in the complete furnish
ing of homes and apartments on the instalment plan, whereby an initial
deposit of 15% is required, the balance being payable over a period of
four years. A discount of 20% on instalment sales prices is allowed
on all cash and ordinary credit sales.
Following is a trial balance of Woods and Bray at December 31,
1930:
WOODS A N D BRAT
( A Partnership)
T R I A L B A L A N C E — D E C E M B E R 31, 1930
Particulars
Dr.
C a s h in b a n k
$5,188.50
Instalment accounts receivable
223,066.00
Ordinary accounts receivable
4,954.00
Reserve for bad debts—
Instalment
Ordinary
I n v e n t o r y of f u r n i t u r e , v a l u e d at the l o w e r of c o s t o r
m a r k e t — J a n u a r y 1, 1930
101,767.00
Reserve withheld by Furniture Finance Trust
11,733.26
U n e x p i r e d i n s u r a n c e ( D e c e m b e r 31, 1930)
665.00
S t o r e fixtures
4,900.00
Reserve for depreciation—Store fixtures
Delivery truck
996.00
Reserve for depreciation—Truck
Electric sign
2,625.00
R e s e r v e for depreciation—Sign
B a n k loan
Accounts payable
D u e to F u r n i t u r e F i n a n c e T r u s t
H a r r y B. Woods, Capital
W i l l i a m R. B r a y , Capital
H a r r y B. Woods, D r a w i n g
2,680.00
W i l l i a m R. B r a y , D r a w i n g
1,230.00
359,604.76
Net

profit

Cr.

$3,000.00
400.00

1,864.00
124.50
2,072.00
9,000.00
11,891.03
76,755.00
166,491.75
51,260.87

311,869.76
47,746.00

359,604.75

369,604.76
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WOODS A N D BRAY
( A Partnership)
TRIAL, B A L A N C E — D E C E M B E R

31, 1930
Dr.

Sales—
Cash sales
O r d i n a r y credit s a l e s
Instalment sales
Purchases—
New
Depreciated cost of furniture repossessed..
R e p a i r s on r e p o s s e s s e d f u r n i t u r e
Partner's salary
Interest paid
Furniture Finance Trust—interest charges
Bad debts—
Instalment accounts
Other accounts
L o s s on r e p o s s e s s i o n s
O t h e r s a l a r i e s , rent, a d v e r t i s i n g , taxes, etc

Net

Cr.
$16,156.00
48,244.00
182,950.00

$135,807.00
3,500.00
712.00
5,200.00
682.00
12,567.00
2,555.00
385.00
3,674.00
34,523.00

profit

199,605.00
47,746.00

247,350.00

247,350.00

247,350.00

Changes in instalment accounts receivable during 1930 are sum
marized below:
Year
of
sale
1925
1926
1927
1928
1929
1930

Unpaid
balance
January
1,1930
$3,802.00
3,244.00
19,222.00
38,947.00
87,464.00

Increase

Sales

$182,950.00
152,679.00

182,950.00

Total
$2,530.00
2,246.00
13,399.00
20,002.00
28,225.00
46,161.00

Unpaid
balance
December
31, 1930
$1,272.00
993.00
5,823.00
18,945.00
59,239.00
136,789.00

112,563.00

223,066.00

Decrease

Collections
$1,760.00
1,191.00
11,909.00
18,626.00
25,355.00
43,993.00
102,834.00

Reposses
sions
B a d debts
$770.00
465.00
$590.00
670.00
820.00
1,051.00
326.00
175.00
2,695.00
2,168.00
7,174.00

2,555.00

Additional data on repossessions:
Tear
of
sale
1926
1927
1928
1929
1930

Sale price of
furniture
repossessed
$1,200.00
1.550.00
2,550.00
4,100.00
2,800.00
12.200.00

Cash
forfeited
$010.00
880.00
1,499.00
1,405.00
632.00

Unpaid
balance
$590.00
670.00
1,051.00
2,695.00
2,168.00

V a l u e of furniture
repossessed,
estimated
on basis of cost
less depreciation
$250.00
300.00
650.00
1,300.00
1,000.00

5,026.00

7,174.00

3.500.00

The above repossessions were recorded as follows:
Depreciated cost of furniture repossessed
L o s s on repossessions
Instalment accounts receivable

$3,500.00
3,674.00
$7,174.00
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The unrealized profit at December 31, 1929, as determined from
the partnership income tax returns, which were filed on the instalment
basis, follows:
T e a r of S a l e
1925
1926
1927
1928
1929

Installment
Accounts
Receivable
$3,802.00
3,244.00
19,222.00
38,947.00
..87,464.00

Unrealized
G r o s s Profit
P e r Cent
Amount
53
$2,015.06
49
1,589.56
51
9,803.22
50
19,473.50
54
47,230.56

152,679.00

80,111.90

Bad debt losses were charged directly to expense. The reserves
for bad debts appearing on the books are considered adequate.
At December 31, 1930, an analysis of the receivables and the loan
from the finance company revealed the following:
Particulars
Past Due
I n s t a l m e n t a c c o u n t s r e c e i v a b l e . $12,300.00
Ordinary receivables
506.00
L o a n f r o m finance c o m p a n y

Due
I n 1931
$73,500.00
4,448.00
31,250.00

Due

A f t e r 1931
$137,266.00
45,505.00

Total
$223,066.00
4,954.00
76,755.00

The opening inventory was overstated $3,600.00 through an error
in footing the summary. This error resulted in overstating the 1929
gross profit percentage on instalment sales by 2%. The gross profit
reported in 1929 on collections on 1929 instalment sales totaled
$16,200.00.
The closing inventory, valued at cost, was $101,192.00, and at the
lower of cost or market, $99,362.50.
The schedule prepared on loans from the finance company shows
prepaid interest of $4,623.00.
Provide depreciation for 1930 using the rates prevailing in past
years, as follows:
Store fixture
Delivery equipment
Electric sign

P e r Cent
10
25
20

Instalment accounts receivable were financed in part during 1930
by loans from the Furniture Finance Trust on assigned accounts. The
interest charge is 20% on four-year accounts, with a decreasing charge
on shorter term receivables. In addition the finance company retains a
15% deposit refundable as the loan is liquidated. Payments on loans
are based on the instalments maturing each month on receivables
assigned.
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The 6% bank loan of $9,000.00 matures January 2, 1931, interest
thereon having been prepaid.
Since the formation of the partnership in 1920, profits have been
divided as follows:
H a r r y B. W o o d s
William R Bray

2/3
1/3

On January 1, 1930, William R. Bray discontinued active partici
pation in the management and operation of the partnership. To com
pensate Harry B. Woods for his services, the following clauses were
added to the partnership agreement:
" ( 1 ) Each partner shall be allowed interest at the rate of 5% on
the balance in his capital account at the beginning of each year, ex
cluding unrealized profit.
" ( 2 ) Harry B. Woods shall be allowed a salary of $5,200.00 per
annum, payable $100.00 per week.
" ( 3 ) Harry B. Woods shall be entitled to a bonus of 5% of net
profits computed on the accrual basis, after interest on capital accounts,
but before bonus."
From the above prepare:
(1) Journal entries necessary to adjust the books and to place
them on the instalment basis.
(2) Balance sheet at December 31, 1930, on the instalment basis,
supported by a schedule of changes in the partners' capital accounts.
(3) Statement of profit and loss for the year 1930 to show the net
profit, both on the accrual basis and on the instalment basis.
(4) Auditor's certificate to be attached to the balance sheet

BOARD OF ACCOUNTANCY
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Auditing
Question 1.
You are making a balance-sheet audit of a partnership. To what
extent, if any, will you examine the "withdrawals" account of the
partners?
Question 2.
What auditing procedure is necessary in determining the proper
debits that have been or should have been made in depreciation reserve
accounts?
Question 3.
In the earned surplus account of the C Company you find that
during the year 1930 the following debits had been made:
Damages paid in settlement of suit on patent infringement
covering period of five years
$125,265.00
Unabsorbed factory overhead due to plant shutdown for three
months, reduced floor space occupied and experimental
expense on prospective new product
45,872.61
Loss from replacement of defective parts on machines mar
keted in 1929
28,666.03
Total surplus debits

$199,803.64

The president of the company has asked you to omit these deductions
from your statement of profit and loss owing to the small profit for
the year and because preliminary reports of profits have already been
sent out to stockholders. What would be your attitude?
Question 4.
What would you expect to find of value in a balance-sheet audit
in the minutes of the meetings of directors and stockholders?
Question 5.
If no physical inventory at the end of the year is submitted to you
in support of book figures, would you feel justified in making an un
qualified certificate on a balance sheet for a large manufacturing com-
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pany which uses a standard cost system in its factory—a system which,
in the course of your audit, you have determined to be accurately and
competently handled?
Question 6.
The president of a certain manufacturing corporation is suspected
of inflating the profits of the company, due to the fact that his compen
sation is a percentage of net profit. Outline a number of methods by
which inflation might have been effected and state what steps you would
take to disclose them.
Question 7.
On December 26, 1930, the L Company issued rights to its stock
holders permitting the owner of 10 shares of common to subscribe at
$90.00 to one share of 7% cumulative preferred on or before April 1,
1931, payment to be made April 15, 1931. Prior to the close of 1930,
55 shares had been subscribed through the exercise of rights and at
the date of your audit (in March, 1931) 322 additional shares had been
subscribed. Should any of these facts be given expression on the
balance sheet of December 31, 1930?
Question 8.
On October 1, 1927, the Brown Corporation issued 6½% serial
first mortgage bonds for $750,000.00. A covenant in the indenture
provides for the retirement of $25,000.00 on September 30, 1928, and
$25,000.00 on September 30 of each of the succeeding four years; there
after $50,000.00 annually until September 30, 1937, when the balance
matures. Bond discount and expense charged on the books when the
bonds were issued were $51,285.20 which included 2,000 shares of Class
B no-par stock with a stated value of $5.00 per share paid to the
underwriters. In the course of your audit of the corporation's books
on December 31, 1930, you find the unamortized bond discount balance
on the books to be $35,617.53. What is your opinion as to the way this
expense has been handled and what, if any, adjustment would you make?
Question 9.
Where you find no voucher system nor purchase journal in which
purchases can be recorded as incurred, what precautions would you
take to make sure that all liabilities have been recorded?
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Question 10.
While making an audit of the Van Dyne Company for the year
ending December 31, 1930, you discover in the minutes of the Board of
Directors dated January 2, 1930, a declaration of a 50% stock dividend.
No record of such dividend has been made on the books of the com
pany, but reference to the stock book reveals the fact that the new
shares have been issued, and, according to the books, cash dividends of
6% have been paid on the entire issue during the year. On December
31, 1930, the net worth accounts before adjustment may be summarized
as follows:
Capital stock—2,000 shares authorized, 1,000 shares
issued prior to 1930; par value, $100.00 each....
SurplusArising from appraisal of equipment in 1928—.
Earned—
Balance—January 1, 1930
Profit for the year ending December 31,
1930

Less—Dividends paid.

$100,000.00
76,500.00
$24,530.18
17,589.26
$42,119.44
9,000.00

33,119.44
$209,619.44

How would you reflect the action of the Board of Directors on the
balance sheet?
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Commercial Law, Taxation and Public Finance
Question 1.
M, maker of a note, being in financial difficulty, goes to the holder
of the note, and states that he fears he will not be able to pay it when
due. The holder says: "We all have our troubles and we must help
each other out," and he tears the note in two parts and throws it in
the wastebasket. After M's departure, the holder decides that he has
acted hastily, as a matter of temporary emotion, and he reclaims the
note from the wastebasket, pastes it together and when it becomes
due starts suit on it. M claims the note was discharged by the holder's
act, but the holder claims that the act was without consideration. Can
the holder win?

Question 2.
In a partnership of accountants, one of them, without the others'
consent, orders an expensive income tax service. The others, learning
of the order, repudiate it, but the publishers of the service refuse to
consent to the cancellation. Is the firm liable? Why?

Question 3.
The Directors of the X Corporation on June 1, 1930, declare a divi
dend of $2.00 per share, payable July 1, 1930, to stockholders of record
June 20, 1930. On June 15, 1930, the Board again meets and decides
that the former action was unwise, in view of business conditions, and
they vote to revoke the resolution of June 1, 1930. A stockholder brings
suit to recover his dividend. Can he recover?
Question 4.
Answer following questions, yes or no, with short comment:
(1) Does preferred stock vote if charter is silent on that point?
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(2) If three partners holding respectively 1/6, 1/3 and ½interest
in firm, incorporate, retaining same interests, does their voting power
continue as before?
(3) Can a director vote by proxy?
Question 5.
D calls together his creditors, and announces that on account of
his unfavorable financial situation he will have to offer them a compo
sition of 60c on the dollar. After some discussion about D's affairs, all
the creditors consent except X who states that under no circumstances
will he accept less than full payment of his claim. The other creditors,
20 in number, whose claims far exceed X's claim in amount, vote to
accept the composition agreement and it is signed by D and by all credi
tors except X.
(1) Can the majority creditors compel X to accept less than full
payment?
(2) Supposing that all claims are certain in amount and undis
puted, is there any consideration for the release of the 40% as to those
creditors that signed?
(3) Assuming that D misrepresented his financial situation, could
the assenting creditors repudiate the agreement?
(4) Assuming that at the time of the offer by D he was fairly
certain of landing a big contract that would put him on his feet finan
cially, but did not disclose this probability, and that after the settle
ment he actually got the contract, would this failure to disclose con
stitute fraud entitling the creditors to repudiate the settlement?
Question 6.
Debtor goes into bankruptcy. Has in his business: (1) goods sold
to him by A under conditional sale, same not being recorded as required
by the State law to be good against creditors; (2) goods consigned to
him by B, i. e. delivered to him to be sold, and if not sold returned; (3)
goods sold to him on general credit by C, same being not yet paid for.
Does trustee take title to (1), ( 2 ) , (3)?
Question 7.
A owes $5,000 secured by duly recorded real estate mortgage. Can
he affect creditor's security by bankruptcy proceedings?
Question 8.
Define a holder in due course. When does it become a material
question whether a holder is a holder in due course? State which of the
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following defenses are good, and which not, against a holder in due
course:
(1) Forgery of signature of party sued;
(2) Material alteration;
(3) Fraud in consideration;
(4) Duress;
(5) Usury not apparent on face of instrument;
(6) No consideration.
Question 9.
Jones contributes his time, Smith and Hansen each contribute
$2,500.00.
(1) Upon dissolution how shall the net capital assets be divided?
The surplus and accumulated profits? (There being no express pro
vision.)
Question 10.
A and B negotiate a lease which is drawn in typewritten form. It
is provided that the term shall begin July 1st, 1930. Before signing B
insists the term shall begin May 1st, 1931. To this A consents and
the change is written in ink without striking out the original provision.
Thereupon both sign. B, the tenant, now claims that he is not bound
because the lease is contradictory and therefore void. Is he right?
Question 11.
List the different wage systems and explain the effect of each on
the efficiency of labor.
Question 12.
Name and explain the different factors affecting the market value
of securities.
Question 13.
Upon what principles should Governments (Federal, State or local)
determine whether public expenditures of a permanent nature should
be made on a pay-as-you-go basis or upon the future payment plan?
Question 14.
Explain the differences between a pool, a trust, a holding company
and a merger.
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Question 15.
What economic advantages center around stock holding by a large
number of employees?
Question 16.
How are cash, property and stock dividends to be disposed of for
income tax purposes when received by individuals and corporations?
Question 17.
The A B C Co., a partnership formed in 1929, needed more capital,
and on July 1st, 1930, admitted D as a partner, but continued to operate
under the same name. What returns would be required for the year
1930 for the company and the partners?
Question 18.
The wife of A died on May 14th, 1930, and he remarried November
20th, 1930. What tax returns would be required of A, his deceased
wife's estate, and his second wife? What exemptions would each be
entitled to?
Question 19.
Name three non-taxable items of income and three unallowable
deductions in connection with preparing a corporate tax return and
explain why such items are non-taxable and non-deductible.
Question 20.
In case of a corporation operating on a fiscal year basis, beginning
on July 1st of one year and ending June 30th of the following year,
what method would you use to compute the tax in case the Federal Tax
rates for corporations had changed for the two calendar years in which
the fiscal year falls?

